
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

lq I 
t“ d‘ E 

0 ~ ~ ~ 0  7 7 3 1 0 

t 

Kenneth C. Sundlof, Jr. - 004430 
JENNINGS, STROUSS & SALMON, P.L.C. 

A Professional Limited Liability Company 
A, VI? $Ot One Renaissance Square “1 <,t. ** 

Two North Central 
Phoenix, Arizona 85004-2393 

Telephone (602) 262-591 1 OCKETED 
Attorneys for Salt River Project Agricultural 
Improvement and Power District 

BEFORE THE ARIZONA CORPORATION COMMISSION 

RENZ D. JENNINGS 
CHAIRMAN 

MARCIA WEEKS 
COMMISSIONER 

CARL J. KUNASEK 
COMMISSIONER 

IN THE MATTER OF COMPETITION) DOCKET NO. U-0000-94-165 
IN THE PROVISION OF ELECTRIC ) 
SERVICES THROUGHOUT THE ) 
STATE OF ARIZONA 1 

COMMENTS OF 
SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT 

AND POWER DISTRICT 
TO THE CORPORATION COMMISSION STAFF 

PROPOSED ORDER 

DECEMBER 23,1996 

PRELIMINARY STATEMENT 

Locally owned and controlled power has been a customer choice in Arizona for 

many decades. The goal as we move into a competitive marketplace is to preserve and 

expand choices for customers, including the choice of public power. It is the goal of SRP to 

bring competition to its service territory in a fair and nondiscriminatory manner. SRP 

believes that the rules (with the clarifications set forth below) represent a first step in 

achieving this goal. 
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The solution to accommodating investor owned and public power in a 

competitive marketplace is not more regulation. Rather it will involve a cooperative 

transitional process. The ultimate goal of giving the customer a broad range of choices will 

best be served by this approach. As contemplated by the rules, an intergovernmental 

agreement is the appropriate vehicle to permit public power and the regulators to strike an 

appropriate balance. 

COMMENTS 

1. An Intergovernmental Agreement is the Appropriate _ _  Mechanism to Blend 
Public and Investor Owned Power Into a Competitive Marketplace. 

Some critics have missed a basic premise. The option of public power has 

always been available as an alternative to the investor owned utilities. In a competitive 

marketplace, the threat of this alternative will be no greater. In reality, it will be less, as Salt 

River Project Agricultural Improvement and Power District ("SRP") and other public power 

entities are not motivated to maximize market share and profits presumably taken from the 

investor owned utilities. These are publicly-owned entities created to provide a customer 

alternative to regulated private power, and to perform other specific public functions as may 

individually be the case. To the extent that SRP loses customers and revenue to competition, 

SRP will seek only to replace the lost load and income through other sales and to effectively 

market its surplus energy, in order to maintain its financial viability and continue to perform 

its traditional functions. 

The mechanism of an intergovernmental agreement can blend the two systems 

of public and private power. An intergovernmental agreement might address as appropriate: 

e fair and equitable distribution rates 

a fair and impartial complaint resolution mechanism 

reciprocal terms of service and access among all utilities 

e 

e 

. . .  
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This approach is consistent with the recommendation of RUCO’ and the 

recommendation of the Irrigation and Electrical Districts’ Association2. 

It appears that APS and TEP have used this opportunity to launch a frontal 

attack on the very option of public power. Using the rhetoric of a “level playing field”, APS 

advocates the elimination of SRP’s “legal preferences and other  advantage^."^ TEP suggests 

that SRP customers should be surcharged to subsidize investor owned utilities4. 

These points have been made by TEP and APS: 

Point One: SRP has an ur$air advantage because of tax exempt 

financing and different tax treatment. 

As SRP has discussed elsewhere, and as has been long debated in the electric 

industry, while there are differences between public and investor owned power, these 

differences offset each other, and there is no inherent advantage or disadvantage to one sector 

of the industry or the other. Each has pluses and minuses, pros and cons, and respective 

On page seven of its November 27 comments RUCO asserts: 1 

RUCO believes that the reciprocity provisions are unrealistic in that they require unanimous 
consent from Affected Utilities before SRP can participate in the market. 

SRP and other public entities must -- sooner rather than later -- be able to compete, and their 
customers should have the right to choose their own suppliers. 

On page ten its November 29 comments the Association recognizes that the intergovernmental agreement 
should be available as an option: 

We realize that SRP has suggested a negotiated approach using intergovernmental agreements 
to address issues that have been raised in this proceeding about non-jurisdictional entities. Our 
approach would not preclude using that tool. However, the elements and provisions of 
intergovernmental agreements on this subject would have some common yardstick and not be 
negotiated on an ad hoc basis. Getting there will require some considerable effort. In the 
meantime, this provision could be put in place at once, pending the outcome of the various 
working group determinations and further negotiation on the subject of intergovernmental 
agreements. 

APS comments, page ten. 
TEP first set of comments, page 19 - 20. 

-3- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

liabilities and limitations that, taken together, clearly and unambiguously indicate there is no 

differential advantage enjoyed by anyone. SRP rejects any assertion otherwise. SRP will be 

more than happy to address this complex issue in more depth if necessary, but believes this 

argument is raised by others only as a delaying and counterproductive tactic. 

It should be noted that even if public power enjoyed certain advantages in 

financing and taxation, the advantages would be immaterial to retail competition. On the 

generation side prices will be set by the market, not by embedded costs. 

TEP’s arguments are particularly ironic. On one hand TEP wants to insure 

“equal treatment of all participants” by, apparently, eliminating the advantages of the public 

power choice. On the other hand, TEP trumpets its advantageous use of tax exempt financing 

through the Pima and Apache County Industrial Development Authorities (which has issued 

approximately $673 million of outstanding tax-exempt “local furnishing” bonds) and the Pima 

County Industrial Development Authority (which has issued bonds in conjunction with TEP’s 

sale and leaseback of Irvington Unit 4)5, and through the 200MW, five year purchase of firm 

capacity from Bonneville Power Administration.‘ 

Point Two: SRP is not subject to the same regulation as are the investor 

owned utilities. 

SRP has proposed, and would so agree, that if it markets outside its current 

service territory as aforementioned, it will do so through an affiliate. This affiliate would be 

entirely subject to ACC regulation and normal corporate taxation. The affiliate will be no 

different than any other competitor which might seek to enter the market, except for one 

important difference: the affiliate will only seek to market displaced and surplus load 

representative of SRP’s existing generation capacity. 

. . .  

See TEPs first set of comments filed on November 7, pages 35 - 41. 
See the excerpt from TEPs third quarter report to shareholders, attached hereto 
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Point Three: SRP can engage in a protectionist strategy within its current 

service territory while freely competing elsewhere. 

An apparent fear is that SRP would set discriminatory distribution rates within 

its service territory, in order to hinder competition. This argument is invalid. SRP will agree 

in its intergovernmental agreement to charge fair and nondiscriminatory distribution rates. 

Unless it is the goal of the investor owned utilities to eliminate the public 

power option, we cannot see that “basic fairness” requires more than the mechanisms 

available through an intergovernmental agreement. 

2. Sections Contemplatinp Legislation Should be Deleted. 

In at least two places the rules contemplate legislation dealing with public 

power. These sections of the rules predate the amendment contemplating intergovernmental 

agreements with political subdivisions and municipal corporations. Now that this mechanism 

is in the rules, the sections regarding legislative change are no longer necessary or 

appropriate. 

In any event, suggestions of legislative change are inappropriate to 

administrative rules. 

Specifically the rules provide: 

R14-2-1611(C) The Commission shall pursue, on 
its own or in cooperation with the Joint 
Legislative Study Committee on Electric Industry 
competition established by House Bill 2504 
(1996), legislation to address the role of electric 
utilities of Arizona political subdivisions or 
municipal corporations in a competitive market. 
The Commission shall further make available, as 
appropriate, Staff assistance to the Legislature if 
the Legislature request such assistance for the 
purpose of determining the proper role of electric 
utilities of Arizona political subdivisions or 
municipal corporations in a competitive market. 

. . .  

. . .  
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This provision should be deleted. Also unnecessary is the last sentence of R14-2-1601: 

In the event that modifications are made to 
existing law that would allow the application of 
this Article to the Salt River Project Agricultural 
Improvement and Power District (“SRP’), then 
Affected Utilities shall also include SRP. 

3. The Wording of the In-State Recimocitv Section Should be Clarified. 

As is often the case when different suggestions are incorporated into a single 

document, the subparagraphs in the In-State Reciprocity section do not mesh. The wording 

needs to be clarified to reflect the intent of the staff in drafting these sections. 

Particularly subsections (D) and (E) of R14-2-1611 are confusing? Utilities 

director Gary Yaquinto has explained that parts (D) and (E) are intended to be options. This 

is a logical interpretation of the language. By law, SRP cannot comply with paragraph (D). 

(See legal discussion set forth in SRP‘s first set of comments. If read cumulatively, paragraph 

(E) would be unusable. 

Subsection @) provides: 7 

An Arizona electric utility, not subject to the jurisdiction of the Commission, may submit a 
statement to the Commission that it voluntarily opens its service territory for competing sellers 
in a manner similar to the provisions of this Article. Such statement shall be accompanied by 
the electric utility‘s nondiscriminatory Standard Offer Tariff, electric supply tariffs, Unbundled 
Services rates, Stranded Cost charges, System Benefits charges, Distribution Services charges 
and any other applicable tariffs and policies for services the electric utility offers, for which 
these Rules otherwise require compliance by Affected utilities or Electric Service Providers. 
Such filings shall serve as authorization for such electric utility to utilize the Commission’s 
Rules of Practice and Procedure and other applicable Rules concerning any complaint that an 
Affected Utility or Electric Service Provider is violating any provision of this Article or is 
otherwise discriminating against the filing electric utility or failing to provide just and 
reasonable rates in tariffs filed under this Article. 

Subsection (E) provides: 

If an electric utility making a filing under R14-2-161(D) is an Arizona political subdivision or 
municipal corporation, then the existing service territory of such electric utility shall be deemed 
open to competition of the political subdivision or municipality has entered into an 
intergovernmental agreement with the Commission that established nondiscriminatory terms and 
conditions for Distribution Services and other Unbundled Services, provides a procedure for 
complaints arising therefrom, and provides for reciprocity with Affected Utilities. 

-6- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

The wording of subsection (E) should be changed to clearly reflect the stated 

intention of the Staff, by deleting the reference to paragraph (D) which is contained in 

paragraph (E): 
. .  If an electric utility 1 

Mi-H@j-is an Arizona political subdivision or 
municipal corporation, then the existing service 
territory of such electric utility shall be deemed 
open to competition if the political subdivision or 
municipality has entered into an intergovernmental 
agreement with the Commission that establishes 
nondiscriminatory terms and conditions for 
Distribution Services and other Unbundled 
Services, provides a procedure for complaints 
arising therefrom, and provides for reciprocity 
with Affected Utilities. 

Additionally part (A) of R14-2-1611 should be modified with this introductory 

clause: “Except as otherwise provided in these Rules. . . .” 

4. Conclusion 

With the changes noted, SRP supports the rules, and recognizes that much 

work remains to be done. SRP is prepared to meet the challenge, and work cooperatively 

with the Commission and other industry participants to quickly bring competition to Arizona 

in a manner which is competitively fair and neutral to all participants, and in the interests of 

all customers. 

DATED this z0 M- day of December, 1996. 

JENNINGS, STROUSS & SALMON, P.L.C. 

BY 
Kenneth C. Sundlof, Jr. 
One Renaissance Square 
Two North Central 
Phoenix, Arizona 85004-2393 
Attorneys for Salt River Project 

Agricultural Improvement and Power 
District 
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and 

Jessica Youle (009367) 
Jane Alfano (005816) 
Salt River Project Agricultural 

P.O. Box 52025, PAB300 
Phoenix, Arizona 85072 

Improvement and Power District 

ORIGINAL AND TEN COPIES of the 
foregoing filed this 20 c.- day of 
December, 1996 with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

COPIES f the foregoing hand-delivered 
t h i S p Z 4  of December, 1996, to: 

Jerry Rudibaugh, Chief Hearing Officer 
Hearing Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Paul Bullis, Chief Counsel 
Legal Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Gary Yaquinto, Director 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

COPIES of the foregoing mailed 
this +day of December, 1996, to: 

SEE ATTACHED MAILING LIST 

-8- 



Barbara Klemstine 
Arizona Public Service Co. 
Law Department, Station 9909 
P.O. Box 53999 
Phoenix, AZ 85072-3999 

Thomas L. Mumaw, Esq. 
Steven M. Wheeler, Esq. 
Snell & Wilmer 
One Arizona Center 
400 East Van Buren 
Phoenix, AZ 85004-0001 

C. Webb Crockett, Esq. 
Fennemore Craig 
Two North Central Avenue, Suite 2300 
Phoenix, AZ 85004-2390 

Michael A. Curtis 
Martinez & Curtis, P.C. 
2712 North 7th Street 
Phoenix, A 2  85006 

Walter W. Meek, President 
Arizona Utility Investors Association 
3030 North Central Avenue, Suite 506 
Phoenix, AZ 85012 

Rick Gilliam 
Land and Water Fund of the Rockies 
2260 Baseline Road 
Boulder, CO 80302 

Charles R. Huggins 
Arizona State AFL-CIO 
1 10 North 5th Avenue 
P.O. Box 13488 
Phoenix, A 2  85002 

David C. Kennedy 
Law Offices of David C. Kennedy 
100 West Clarendon Avenue, Suite 200 
Phoenix, AZ 85012-3525 

Norman J. Furuta 
Department of the Navy 
900 Commodore Drive, Building 107 
P.O. Box 272 (Attn: Code 9OC) 
San Bruno, CA 94066-0720 

Thomas C. Horne 
Michael S. Dulberg 
Horne, Kaplan & Bistrow, P.C. 
40 North Central Avenue, Suite 2800 
Phoenix, AZ 85004 

Barbara S. Bush 
Coalition for Responsible Energy Education 
315 West Riviera Drive 
Tempe, AZ 85252 

Sam Defraw (Attn: Code 16R) 
Rate Intervention Division 
Naval Facilities Engineering Command 
200 Stovall Street, Room 10S12 
Alexandria, VA 22332-2300 

Rick Lavis 
Arizona Cotton Growers Association 
4139 East Broadway Road 
Phoenix, AZ 85040 

Steve Brittle 
Don’t Waste Arizona, Inc. 
6205 South 12th Street 
Phoenix, AZ 85040 

Ajo Improvement Company 
P.O. Drawer 9 
Ajo, AZ 85321 

Columbus Electric Cooperative, Inc 
P.O. Bix 631 
Deming, NM 880311 

Continental Divide Electric Cooperative 
P.O. Box 1087 
Grants, NM 87020 



Dixie Escalante Rural Electric Association 
CR Box 95 
Beryl, UT 84714 

Garkane Power Association, Inc. 
P.O. Box 790 
Richfield, UT 84701 

Mohave Electric Cooperative, Inc. 
P.O. Box 1045 
Bullhead City, AZ 86430 

Morenci Water and Electric Company 
P.O. Box 68 
Morenci, AZ 85540 

Louis A. Stahl, Esq. 
Lisa D. Duran, Esq. 
Streich Lang 
Renaissance One 
Two North Central Avenue 
Phoenix, AZ 85004-2391 

Beth Ann Burns 
Citizens Utilities Co. 
2901 N. Central, Suite 1660 
Phoenix, AZ 85012 

Bradley S. Carroll 
Tucson Electric Power Co. 
P.O. Box 711 
Tucson, AZ 85702 

Terry Ross 
Vice President 
Center for Energy and Economic 
Development 
7853 East Arapahoe Court, Suite 2600 
Englewood, CO 80112 

Peter Glaser 
Doherty, Rumble & Butler, P.A. 
1401 New York Avenue, N.W., Suite 1100 
Washington, DC 20005 

Richard S. Shapiro 
Senior Director 
Enron Capital & Trade Resources 
1400 Smith Street, Suite 1405 
Houston, TX 77002 

Albert Sterman, Vice President 
Arizona Consumer Council 
2849 E. 8th Street 
Tucson, AZ 85716 

Calpine Power Services Company 
50 West San Fernando 
San Jose, CA 95 113 

Jack Haenichen 
Arizona Department of Commerce 
3800 North Central Avenue, Ste. 1500 
Phoenix, AZ 85012 

K.R. Saline & Associates 
P. 0. Box 30279 
Mesa, AZ 85275 

Robert S. Lynch 
2001 North Third Street, Suite 204 
Phoenix, A 2  85004-1472 

Dan Neidlinger 
Neidlinger & Associates, Ltd. 
3020 N. 17th Drive 
Phoenix, AZ 85015 

Russell E. Jones 
O’Connor Cavanagh Molloy Jones 
One E. Camelback Road, Suite 1100 
Phoenix, Arizona 85012- 1656 

John Jay List, General Counsel 
National Rural Utilities Cooperative 

Finance Corporation 
2201 Cooperative Way 
Herndon, VA 21071 



Sue Arnold, Financial Analyst 
Program Support and Regulatory Analysis 
Utilities Service 
United States Department of Agricultural 
1400 Independence Avenue, S . W. 
Mail Stop 1522 
Washington, DC 20250-1522 

Wallace F. Tillman, Chief Counsel 
Susan N. Kelly, Regulatory Counsel 
National Rural Electric Cooperative 
Association 
4301 Wilson Blvd. 
Arlington, VA 22203- 1860 

David X. Kolk, Ph.D. 
Power Resource Managers, L.L.C. 
2940 Inland Empire Blvd., Suite 123 
Ontario, CA 91764 

Debra S. Jacobson, Manager 
State Regulatory Affairs 
Southwest Gas Corporation 
P.O. Box 98510 
5241 Spring Mountain Road 
Las Vegas, NV 89193-8510 

Ellen Corkhill 
American Association of Retired Persons 
5606 N. 17th Street 
Phoenix, AZ 85016 

William D. Baker, Assistant Secretary 
Electric District No. 6 
Pinal County, Arizona 
P. 0. Box 16450 
Phoenix, AZ 85011 

Sheryl A. Taylor 
Ryley, Carlock & Applewhite 
101 North First Avenue, Suite 2700 
Phoenix, AZ 85003-1973 

Douglas C. Nelson, P.C. 
7000 North 16th Street, #120-307 
Phoenix, AZ 85020 

Nancy Russell 
Public Interest Coalition on Energy 
2025 North Third STreet, Suite 175 
Phoenix, AZ 85004 

Barry N. P. Huddleston 
Regional Manager, REgulatory Affairs 
Destec Energy, Inc. 
2500 City West Blvd., Suite 150 
Houston, TX 77042 

Karen Glennon 
19037 North 44th Avenue 
Glendale, AZ 85308 

James P. Beene, Chief Counsel 
Residential Utility Consumer Office 
1501 West Washington, Suite 227 
Phoenix, AZ 85007 

Vicki G. Sandler 
Arizona Public Service Company 
Law Department Sta. 9829 
P. 0. Box 53999 
Phoenix, AZ 85072-3999 

Richard L. Sallquist 
Sallquist & Drummond, PC 
2525 E. Arizona Biltmore Circle 
Suite 117 
Phoenix, AZ 850 16-2 129 

Raul J. Roshka, Jr. 
Raymond S. Heymon 
Roshka Heyman & DeWulf 
Two Arizona Center 
400 North Fifth Street, Suite 1000 
Phoenix, AZ 85004 

Myron Scott 
Lewis & Clark College 
Natural Resources Law Institute 
10015 SW Terwillinger Blvd. 
Portland, OR 97219 



Bruce Driver 
Eric Blank 
Land & Water Fund of Rockies 
Law Fund Enery Project 
2260 Baseline, Suite 200 
Boulder, CO 80302 

Steven Glaser 
David Lamoreaux 
Tucson Electric Power Company 
220 West Sixth Street 
Tucson, AZ 85701 

Greg Patterson, Director 
Residential Utility Consumer Office 
1501 West Washington, Suite 227 
Phoenix, AZ 85007 

Thomas R. Sheets 
Andrew W. Bettwy 
Office of Regulatory Affairs 
Southwest Gas Corporation 
5241 West Spring Mountain Road 
Las Vegas, NV 89102 

Michael M. Grant 
Johnston Maynard Grant & Parker 
3200 North Central Avenue, Suite 2300 
Phoenix, AZ 85012 

Bruce E. Meyerson 
Meyer Hendricks 
2929 North Central Avenue 
Phoenix, AZ 85012 

Lex J. Smith 
Brown & Bain, PA 
2901 North Central Avenue 
Phoenix, AZ 85001-0400 

Arizona Electric Power Cooperative, Inc. 
P. 0. Box 670 
Benson, AZ 85602 

Trico Electric Cooperative, Inc. 
P. 0. Box 35970 
Tucson, AZ 85740 

Duncan Valley Electric Cooperative, Inc. 
P. 0. Box 440 
Duncan, AZ 85534 

Graham County Electric Cooperative, Inc. 
P. 0. Box Drawer B 
Pima, AZ 85543 

Navopache Electric Cooperative, Inc. 
P. 0. Box 308 
Lakeside, AZ 85929 

Sulphur Springs Valley Electric Coop. 
P. 0. Box 820 
Wilcox, AZ 85644 
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: 

THIRD QUARTER REPORT 
1996 

Dear Shareho fder: 

TEP Reports Strong Third Quarter Results 
Tucson ElecMo Power Company’s (TEP) net Income waa 
$102.6 million or $3.19 per average sham of common 
stock for the quarter endlng September 30, 1996, as 
compared ta $60.7 mllllon or $1.89 per average share of 
common stock for the same perlod In 1996. 

Conalstent with the Company’s contlnuing improvement 
In pmfltablllty, TEP recognired tax beneflts assodated 
WIUI lrwses generated In prlor perlods. These tax benef i  
offset future taxable Income and reduce future taxes 
payable. F a  the thlrd quarter af 1996, these benefks 
totaled $70.3 mllllon and were partially offeet by $22.1 
mllllon of current perlod Income tax expense for a net 
income tax beneflt of $48.2 mllllon, or $1.60 per share. 

t5arnlng.r fcr tC, ,c--hre months ending September 80, 
1998 were $ I  .e.* mllllon or $3.71 per share, as 
compared tn $39.0 mllllon or $1.21 per share for the 
same period In 1996. Net Income tax beneflts Included In 
the most nrcent Ismonth results were $84.3 m1111on or 
$2.62 per share. 

Excludlng various one-time Items, tha Company’s pre-tax 
opereting income for the 12-month perlod Increased 
$21.1 mnllon or 18% Over pretax operating Income for 
the same period In 1996. Slmllarly, related operaUng 
marglns (adjusted operating Income as a percent of total 
revenue) for the two comparable 12-manth periods 
increased from 18Xfor 1995 to 21Xfor 1996. 

Thla Improvement in earnings is attributable to, among 
otherthlngs, the followlng: 

3% growth In number of customers servcmd; 
1.6% Increase In electrlclty usage per customer. and 
1.1% retall rate Increase implementad March 31,1998. 

Arkma Moving Towards Competition 
On October 9,1996 the Artznna Carpodon Cammlulon 
(ACC) prrrpcwed ~ l e s  that would “phsse-ln” oompeWon by 
gking customera a cholce OF electric service prrnrldens 

Thls framwvork for a more competnlve structure 
m a l n s  subJect to publlc comment and ACC approval 
prkr to becomlng effective. The ACC has scheduled 
publlc comment meetlngs on the rules throughout 
Arizona In early December and may Mte tu approve the 
Proposes Rula 

The Proposed Rule would begln phaslng In raten 
compeWon In January I999 when TEP, along wlth 
certaln other Arhona utllltles. would be requlred to give 
a percentage of Its customers a cholee of thelr electrlc 
senrlw pmvlder. Beglnnlng January 1,1999, customers 
representing 20% of TEP’s 1996 peak demand would ba 
ellglble to choose their electrlc supplier. 

On January 1, 2001, eiectrle servlce pmvkier cholce 
would be gken to customers representlng 60% of TEP’s 
1995 peak demand. And, by January 1, 2003. all retail 
customers would be ellglble to choose thelr eledrio 
servlce pmvlder. 

Overall, TEP bellavas that compotluMl k the appropriate 
path and that certain regulatory mfi~nns am neccsssary to 
make It 8 reality in Arhona On Nmember 7,1996. TEP flled 
Its first set of comments bD the prevkualy desarlbed 
Propo6ed Rule In its flllng TEP r€IcMnmendS that the AcC 
rhould resob the many mmpllded kwes of deraguleth 
prbr to ado~lbn, I n w i n g  ~CIUB(Y  of  banded investma 
Insurlng equal treatment of a# partlclpants and malntalnlng a 
safe and muable grstem. % 
Forging Ahead 
In recent yeam InlLIaUves to damgulate the energy market 
and Infroduce aompetitlon have altered the manner In 
which utllitles approach thslr buslnass TEP has embraced 
these changes and has taken 3-s to Yorge ahead” In the 
Increasingly competltlve energy environment 

TEP Intends to continue taklng advantage of emerglng 
opportunltles In the energy markets to the bendlt d 
both shareholdem and customerr. TEP is Involved wlth 
three notable energy-releted ventures: 

Natlons Energy Corp.; 
New Energy Ventures: and 
Global Solar Energy, L.L.C. 

New Energy Ventures (NEV), based In Callfornla. serves 
as a buyer’s agent for companles and other entltlas 
seeking to lower thelr electrlclty costs. TEP has an option 
to purchase a Sox stake In NRI, and we belleve our 
assacleclon wlth NEV posWona TEP as a key partlclpant In 
the deregulated energy markets. 

During the recent quarter, N N  slgned addlUonal contracts 
b provlde energy servlaes te, large groups OF customers 
beglnning January 1. 1988, when California beglns to 
‘%hase-In” mtal competition. N N  also announced a 
purchase power aareement wlth BannevUle Power 
Admlnlstrstlon for 200 MW of flnn capacity end o w n s  f o r b  
additional amounts for tlve years, commencing on January 
1,1998. This agreement reprasenb E posluve step for NEV 
In securlng competitive, lowcost electric power br  its 
oustOmem 

For more Information regarding NEV, please vklt their 
wdasfte at ht@:/lmnmr.NewEnergy.com. 

c 
L I J R C - 2 -  
Chades E. Bayfess 
Chairman, President and Chief Executhre Omcer 

Operational Information 
ComDariaam of Kilowatt-Hour Sales 
(Amdnb In thoumndr) 

Quarter ended Septombar SO. 
% lncr % inor 

1DOs 1885 (Deor] 1SS6 1995 (Oecr) 

Nine montho ended Saptambar 80. 

RddmltM 866,670 869.085 (0.4) 2,014,726 1,118,615 7.4 
cnnmersfal 411;JIB 417,130 (1.4) 1,019,301 Sam 27 
lndustrlel L Mlning agn.673 w,m 1.3 2607f90 z=%w 56 

TOM Relsll Sales alroAae 2,232,633 0.4 s;lia.orlz 5,401,473 5.9 

Tala1 Sales 3,077,220 2,886,024 7.4 7349.176 7,053,010 127 

OtherRem 64.870 59.352 9.5 176,326 1=* 14.2 

W e P s l e  Sales 836.727 633.391 32.1 2,231,072 1,864 -1 35.1 

I u 
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RENZ D. JENNINGS 
Chairman 

MARCIA WEEKS 
Commissioner 

CARL J. KUNASEK 
Commissioner 

BEFORE THE --I? ZONA CORPORATION COMMISSION 

IN THE MATTER OF COMPETITION ) DOCKET NO. U-oo00-94-165 
IN THE PROVISION OF ELECTRIC ) 
SERVICES THROUGHOUT THE ) 
STATE OF ARIZONA 1 

SRP’S PROPOSED AMENDMENT NO. 1 
TO THE CORPORATION COMMISSION STAFF PROPOSED ORDER 

Rule R14-2-1611(C) is deleted in its entirety. 

And: 

The last sentence of Rule R14-2-1601 is deleted. 

December 23, 1996 
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RENZ D. JENNINGS 
Chairman 

MARCIA WEEKS 
Commissioner 

CARL J. KUNASEK 
Commissioner 

BEFORE THE .-RIZO iA CORPORATION COMMISSION 

IN THE MATTER OF COMPETITION ) DOCKET NO. U-oo00-94-165 
IN THE PROVISION OF ELECTRIC ) 
SERVICES THROUGHOUT THE 1 
STATE OF ARIZONA 1 

SRP'S PROPOSED AMENDMENT NO. 2 
TO THE CORPORATION COMMISSION STAFF PROPOSED ORDER 

Rule 14-2-161 1(A) is amended as follows: 

Except as otherwise provided in these Rules, tThe service territories 
of Arizona electric utilities which are not Affected Utilities shall 
not be open to competition under the provisions of this Article, nor 
shall Arizona electric utilities which are not Affected Utilities be 
able to compete for sales in the service territories of the Affected 
Utilities. 

Rule R14-2-1611(E) is revised as follows: 
. .  If an electric utility -: R!? 2 !5 ! !@)  is an 

Arizona political subdivision or municipal corporation, then the 
existing service territory of such electric utility shall be deemed 
open to competition if the political subdivision or municipality has 
entered into an intergovernmental agreement with the Commission 
that establishes nondiscriminatory terms and conditions for 
Distribution Services and other Unbundled Services, provides a 
procedure for complaints arising therefrom, and provides for 
reciprocity with Affected Utilities. 

December 23, 1996 


